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This report analyzes the balance sheets of local farm supply and market-
ing cooperatives for 1983-90. The data in this report represent four cooperalive
types and four cooperative sizes. Trends for this time period for major nalance
sheet classifications were made by cooperative types and sizes. Raus aniaysis
was used to compare and contrast trends by size, type, and profitatiiity.
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Preface

This report studied the balance sheets of 1,337 cooperatives from 1983
through 1990. Trends of the major balance sheet classifications and financial
ratios are presented for four cooperative sizes and types. The information in this
report should provide cooperative managers and boards of directors a basis to
compare their cooperatives’ historical performance with representative coopera-
tive data.

The authors wish to thank the cooperatives that provided their financial
statements to Rural Business and Cooperative Development Service and there-
by made this report possible. Special thanks are given to David E. Cummins
and Jim J. Staiert, Rural Business and Cooperative Development Service, for
reviewing the initial draft of this report.
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Balance sheets of 1,337 local farm supply and marketing cooperatives, from
1983 to 1990, were analyzed in this report. At least 390 cooperatives in
each of the years were studied. The highest number of cooperatives studied
in one year was 872 in 1987.

Cooperatives were divided into four groups based on their mix of net sales
between supplies sold and farm products marketed. They were also divided
into four size categories, based on their total sales volume. An analysis was
also made of whether the cooperative was profitable or unprofitable based
on income from own operations.

Net sales for all respondent cooperatives decreased throughout the early
1980s, but subsequently rebounded. In 1990, the average net sales for all
cooperatives studied was $6.7 million. More than 50 percent were small
cooperatives, with sales of less than $5 million during the 8 years studied.

These cooperatives not only were important to their member/patrons, but
also were an important asset to their rural communities. They were usually
one of the community’s larger employers, with an average payroll of
$400,000.

A balance sheet states the financial position of the cooperative at the end of
its operating year. The balance sheet represents the cooperative’s assets,
liabilities, and member equity, and their relationship to each other. These
items varied by cooperative size and type, but there was little change in total
assets of all cooperatives during the study period. Current assets of all
respondents averaged 48 percent of total assets, investments in other coop-
eratives, 20 percent; property, plant, and equipment, 30 percent; and other
assets, 2 percent.

Member equities averaged 58 percent of total liabilities and member equity.
Total liabilities made up the remainder. Of it, 32 percent was current liabili-
ties and 10 percent, long-term debt.

Long-term debt as a percent of total assets declined during the study period
for all cooperative sizes and types. Long-term debt peaked in 1984 at 15.9
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percent. As a percent of total assets, long-term debt generally declined and
was 9 percent in 1990.

Financial ratio analysis was used in this study to compare between years
and different sizes and types of cooperatives. The ratios contrasted prof-
itable and unprofitable cooperatives. The financial ratio analysis revealed
these findings:

« Return on total assets (net income/total assets) was generally the highest
over the last 3 years of this study.

« Return on allocated equity before taxes (net income before taxes/allocat-
ed equity) rose from 8.6 percent in the early 1980s to an average of over
13.5 percent for all cooperatives in 1990.

» The current ratio (current assets/current liabilities) was fairly steady
around 1.5 during the study period while the quick ratio (current assets-
inventory/current liabilities) ranged from 1 to 0.6.

« Total debt-to-asset ratio (short- and long-term debt/total assets) was 0.3 in
1983 and fell to 0.2 by 1990.

« The fixed asset turnover ratio (net sales/property, plant, and equipment)
was lowest in 1987. Over the last 3 years, the ratio increased and aver-
aged at least 9.1 percent.
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E. Eldon Eversull and David S. Chesnick
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Local agricultural cooperatives play a vital
role in providing goods and services to their
patrons and the rural community. This report ana-
lyzes their balance sheets and will be useful for
comparative purposes by cooperative managers,
directors, and members. Ratio analysis and trends
will be discussed, and to make the information
more useful, the presentation is sub-divided into
four cooperative sizes and types.

The 1,337 local cooperatives surveyed had
farm supply sales (feed, petroleum, fertilizer ...)
that averaged $3.1 million per year and marketing
sales (corn, wheat, soybeans ...) that averaged $4
million per year from 1983 through 1990.
Additionally, they provided services (product
delivery, fertilizer application, grain hauling and
storage ... ) that averaged $0.4 million per year.

These cooperatives were not only important to
their member/patrons, but also an important asset
to their rural communities. The cooperatives paid
an average of $26,000 in annual property taxes.
They were also a large employer in their communi-
ties, with an average annual payroll of $400,000.

In a companion report [Chesnick and
Eversull], the income statements of local coopera-
tives were discussed. This report will focus on the
balance sheet and operational performance of coop-
eratives. The balance sheet represents a financial
position at a point in time. It is usually presented in
an annual report with the income statement, state-
ment of changes in patrons’ equity, and since 1987,
a statement of cash-flows. The annual report should
also contain notes to the financial statements and,
although not frequently for small cooperatives, con-
tain a verbal statement from the manager and presi-
dent of the board of directors on the cooperative’s
operating results from the last year and its future
plans.

The typical cooperative balance sheet contains
six main sections: current assets, investments, fixed
assets, current liabilities, long-term liabilities, and
member equities. As implied by its name, a balance
sheet must balance—total assets must equal total
liabilities plus member equities. A balance sheet
that summarizes the data from all cooperative
respondents will be presented later in this report.

PROFILE OF RESPONDENT COOPERATIVES

Rural Business and Cooperative Development
Service conducted annual surveys of farmer coop-
eratives which were the basis for the Farm Supply
and Services (FSS) database used for this study. To
be included, a cooperative had to sell some farm
supplies. No cooperative that exclusively markets
members’ products was included. In addition to
selling farm supplies, the cooperative also had to
provide an annual report that had a detailed
income statement. The annual reports used were
for the years 1983 through 1990 and contain infor-
mation from 1,337 farm supply and marketing
cooperatives. Not all cooperatives responded in
every year; there was an average of 596 per year
that provided sufficient data for inclusion in this
report.

More than 67 percent of the respondents used
in this report operated in the Corn Belt, Lake States,
and Northern Plains (figure 1 and appendix table
A1l). The Corn Belt and Northern Plains regions
were somewhat overrepresented in this study com-
pared with all U.S. farm supply and grain market-
ing cooperatives, while those in the Northeast and
Appalachia were underrepresented. To obtain a
more complete understanding of the local coopera-
tives” business, information in this report will be



divided into a cross section of four sizes and four
types.

Cooperative Size

Cooperatives were grouped into four sizes by
sales volume. Sales volume figures were actual. No
attempt was made to deflate these values.
Groupings used were: 1) small, less than $5 million;
2) medium, from $5 million to $10 million; 3) large,
more than $10 million to $20 million; and 4) super,
more than $20 million.

A $9 million cooperative that exclusively mar-
keted grain, for instance, was small relative to most
grain marketing organizations. A strictly farm sup-
ply cooperative with sales of $9 million, however,
was quite substantial. In classifying by total sales
alone, product mix was ignored.

Cooperative Type

To account for differences in operations and
orientation based on product mix, cooperatives
were grouped into one of four descriptive cate-
gories: 1) specialized marketing cooperative; 2)
mixed marketing cooperative; 3) mixed farm sup-
ply cooperative; and 4) specialized farm supply
cooperative. These descriptions were chosen to rep-
resent business operations of these cooperatives as
closely as possible.

In this study, a specialized marketing coopera-
tive derived more than 75 percent of its sales vol-
ume from marketing member and nonmember farm
products. This meant that as much as 24 percent of
the sales volume of these cooperatives could be
from selling farm supplies. The products marketed
were grains (and oilseeds), milk, and other.

Figure 1—Respondent cooperatives location, by region
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Between 50 and 75 percent of its total sales
were derived from product marketings for a mixed
marketing cooperative. The remaining 24 to 49 per-
cent of revenues came from sales of farm supplies
and other sources.

A mixed farm supply cooperative derived
between 50 and 90 percent of its sales volume from

selling farm supplies to members and nonmembers.

This meant that between 11 and 49 percent of these
cooperatives’ sales volume was from marketing
farm products. Farm supplies sold included feed,
seed, fertilizer, crop protectants, petroleum, and
other.

The final type of cooperative was a specialized
farm supply cooperative that derived more than 90
percent of its sales volume from selling farm sup-
plies to members and nonmembers. By design for
this study, most of the cooperatives of this type
marketed few farm products. More than 99 percent
of their sales were derived from farm production
supplies.

While this report focuses on farm supply
cooperatives, 25 percent of the average number of
596 cooperatives per year were specialized market-

ing cooperatives; 27 percent, mixed marketing
cooperatives; 10 percent, mixed farm supply coop-
eratives; and 38 percent, specialized farm supply
cooperatives (table 1). Of the respondents, 55 per-
cent were small, 25 percent, medium; 13 percent,
large; and 7 percent, super. Both types of marketing
cooperatives tended to be larger cooperatives while
the specialized farm supply cooperatives were most
often small. Most respondents were small and tend-
ed to be farm supply cooperatives.

Clearly, the bulk of respondents are in the
Northern Plains, Corn Belt, and Lake States (appen-
dix table A2). The number of respondents for each
year varied considerably. The most respondents
were in 1987, with 872 (appendix table A3), while
the fewest (393) were in 1984. Few cooperatives had
responses for all years, so the data between years
may not be completely comparable. The data in the
FSS database were also not randomly selected and
may not be statistically valid to draw industry-
wide conclusions. However, the samples are large
and represent a cross section of cooperatives
throughout the United States. Therefore, the data
provide a unique look at cooperative operations.

Table 1—Profile of respondent cooperatives by size and type, average of 1983-90

. Specialized Mixed Mixed Specialized
Size marketing marketing farm supply farm supply Total
Number
Small 50 61 31 184 326
Medium 41 54 18 37 150
Large 35 28 5 77
Super 20 19 3 1 43
Total 146 162 61 227 596
Percent
Small 34.25 37.45 49.80 81.05 5470
Medium 28.08 33.51 29.76 16.14 25.17
Large 23.97 17.14 15.18 2.26 12.92
Super 13.70 11.89 5.26 .65 7.21
Average 24.50 27.18 10.23 38.09 100.00




Cooperative Profitability

Income from own operations was used in this
study to determine profitable and unprofitable
cooperatives. A profitable cooperative, in this
study, had to have income for at least 50 percent of
the years for which data were available. This
method neutralized the magnitude of profits and
losses and concentrated on whether the operations
of the cooperative were sufficient to cover expenses
in a majority of the years. There were 298 coopera-
tives or 22.3 percent classified as unprofitable in
this study. On average, 82.5 percent of the coopera-
tives in each year were profitable.

Sales Mix

The respondent cooperatives had five major
farm supply categories and two marketing (table 2).
Petroleum was the dominant production supply item
sold by small and medium cooperatives. Sales of
small cooperatives, the most numerous respondent
group, averaged $2.2 million over the study period.
Farm production supplies represented the bulk (68.8
percent) of their sales. As cooperatives grew in size,
the importance of farm supplies declined (48.8 per-
cent for medium-sized cooperatives, 36.3 percent for
large, and 28.9 percent for super).

Average sales of specialized and mixed mar-
keting cooperatives were $11 million and larger
than both categories of farm supply cooperatives.
As defined, marketing made up the majority of
their sales. Feed and fertilizer were the most impor-
tant farm supplies sold for both types of marketing
cooperatives.

Sales of mixed farm supply cooperatives aver-
aged $7.1 million and $3.2 million for specialized farm
supply cooperatives. Petroleum was the most impor-
tant farm supply item sold, especially for specialized
farm supply cooperatives (40.3 percent of sales).

BALANCE SHEET DEFINITIONS

The assets in a balance sheet are what the
cooperative owns and are usually listed in decreas-
ing order of their liquidity—time it would take to
sell them for cash. The liabilities are what the coop-
erative owes to others and are usually presented in
a similar decreasing order. The equity section repre-
sents members’ investment in their cooperative.

Current assets—are the most liquid assets on the
cooperative balance sheet. Cash and cash equivalents
represent monies either in the bank, in short term
investments, or on hand at the cooperative.
Accounts receivable is money that is due the
cooperative (i.e., a credit sale where the full
purchase price was due from the customer in 90
days). Inventories are products the cooperative has
purchased from patrons to market and supplies the
cooperative hopes to sell to patrons. Prepaid
expenses are those paid up-front and then expensed
as period costs throughout the fiscal year (taxes or
insurance).

Investments in other cooperatives—represent
stock held in regional cooperatives that it markets
products through or purchases supplies from, plus
stock in the Banks for Cooperatives or CoBank, their
lending source. These investments are purchased
stock as well as stock (patronage) paid back to the
cooperative based on use. The more sales through or
purchases from the regional cooperative or borrowing
from the bank, the larger the investment. Other assets
are usually past due accounts receivable not yet
considered as bad debt losses.

Property, plant, and equipment—are the fixed
assets of the cooperative (i.e., grain bins, office
equipment, warehouse, gas station). Accumulated
depreciation is the sum of all the year’s
depreciation expenses taken on the assets. Net
property, plant, and equipment (PP&E) is the book
value of the fixed assets—their cost minus
accumulated depreciation.

Total assets—are what the cooperative owns—
current assets, plus investments, plus fixed assets
equal total assets.

Current liabilities—are obligations the cooperative
must pay within the next year. Accounts payable is
money owed, usually to suppliers (sometimes
classified as accounts payable—trade accounts).
Accrued expenses and accrued taxes are unpaid
expenses. Accrued expenses often include unpaid
salaries and benefits earned by employees. Accrued
taxes often include property and sales taxes that
have been incurred but not yet paid. Other liabilities
in this study are most often accounts payable—



